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SUBJECT: COTTON CONTRACTS 
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1. IN DEBRIEEING JAN 27, USDA ASSISTANT SECRETARY YEUTTER 
COMMENTED THAT, IN ADDITION TO DISCUSSION REPORTED REFTEL, 

DBP CHAIRMAN VIRATA HAD TOLD HIM PRIVATELY IN UNEQUIVOCAL 
TERMS THAT CONTRACTS WOULD BE HONORED. YEUTTER REMAINS CON- 
CERNED, HOWEVER, THAT TIMING OF ACTION REMAINS SERIOUS 
PROBLEM. 

2. SUGGEST THAT EDMOND VISIT BE USED AS OCCASION TO 
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REITERATE WITH GOP OUR CONCERN OVER CONTRACTS, WITH PART- 
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ICULAR REGARD TO NEED EOR PROMPT ACTION. 

3. U.S. COTTON SHIPPERS' ASSOCIATION EARLIER REPORTED THEY 

HAD HEARD YEUTTER AGREED TO RELAY NEW REQUEST FOR CONTRACT 
RENEGOTIATION. YEUTTER SAID THIS INCORRECT, THAT HE HAD 
REJECTED RENEGOTIATION AS UNACCEPTABLE, BUT THAT HE HAD 
AGREED TO RELAY REQUEST THAT SHIPPERS ASSIST MILLS IN 
MEETING WAREHOUSING COSTS OVER PERIOD IT MAY TAKE TO USE 
COTTON. 

4. UNDERSTAND SHIPPERS HAVE SERIOUS RESERVATIONS ON THIS 
APPROACH, WHICH WOULD IN ANY EVENT HAVE TO BE DEALT WITH 

CASE BY CASE. HOWEVER, WOULD APPRECIATE EMBASSY'S ASSESS- 
MENT ON FOLLOWING QUESTIONS: A)WHETHER SHIPPERS' AGREE- 
MENT TO SUBSIDIZE STORAGE COSTS COULD PROVIDE BASIS FOR 
COMPROMISE LEAVING CONTRACT PRINCIPLE INTACT WHILE 
ALLOWING PHILIPPINE SIDE TO FEEL THEY HAD GAINED AN HONOR- 
ABLE SETTLEMENT, AND B) AMOUNT OE MONEY THAT WOULD PROBABLY 
BE INVOLVED IN WAREHOUSING COSTS OVER 2-3 YEARS. 
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